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On Jan. 29, Venezuelan President Carlos Andres Perez and Colombian counterpart Cesar Gaviria
formalized agreements on a common tariff system applied to imports originating from outside the
Andean Pact, and tariff rates applied to each other's products. The bilateral free trade accord went
into effect in early January, and implementation of the third-party agreement was set for Feb. 6. (See
Chronicle 01/23/92, 01/28/92 for coverage of bilateral negotiations.) The customs union agreement
defines a four-tiered tariff system: 5%, raw materials; 10%, intermediate goods; 15%, semi- processed
products; and, 20%, finished goods. No tariffs will be applied to imports of basic inputs used
in medicines, fertilizers and pesticides. Next, the 15% rate applies to unprocessed agricultural
products, and 20% to semi-processed agricultural goods. Tariffs on agricultural machinery and
equipment imports were reduced. Steel industry product exceptions are to be dismantled on
April 1, 1993, and rules of origin applied to automotives will be made more "flexible" in the near
future. The agreements specify exchange of information on patents and brand-names. Venezuelan
companies have been contracted to develop and install a computerized system for this purpose.
Next, the two governments agreed to establish a high- level commission aimed at coordinating
economic policies. The commission will be comprised of central bank governors, and finance,
industrial development and planning ministers. Jan. 31: In Caracas, Alberto Poletto, leader of the
Industrial Chamber Federation (Federacion de Camaras Industriales-Fedecamaras), criticized
the agreements formalized on Jan. 29 and the Andean Pact integration process as a whole. He
said Venezuelan manufacturer organizations and other business groups have not "participated in
formulating free trade agreements, nor in decisions related to elimination of lists of exceptions."
Feb. 1: In a communique released in Bogota, Colombia's National Industrialists Association (ANDI)
asserted that the bilateral accords with Venezuela have created uncertainty and confusion about
the government's economic management capabilities. After discussions with government officials,
the Association had agreed to the trade agreement with Venezuela. According to the communique,
however, ANDI members understood that steel and automotives industry manufacturers would
have three years to prepare themselves for free trade or unrestricted competition with Venezuelan
counterparts. ANDI pointed out that Venezuelan steelworks are state- run, and heavily subsidized.
Subsidies include cheap electricity, and a recent decision by the Venezuelan government to finance
the steel sector's US$900 million debt. The communique added that the US, Mexico, Peru and other
nations have responded to such subsidization by imposing diverse compensatory mechanisms. Feb.
3: In Caracas, Fedecamaras president Freddy Rojas told reporters that Venezuelan manufacturers
"are losing their comparative advantages vis-a-vis other nations. We have little or no government
support, seen in the 26% decline in non-traditional export revenue last year." According to Rojas,
Venezuelan businesspeople lack the infrastructure and services available to counterparts in other
Andean Pact nations. He said Colombian manufacturers enjoy the effects of coordinated economic
policies at the national, department and municipal level. Colombian department governors, he
added, exercise autonomy in providing diverse services supporting the business community. The
bilateral agreement is considered advantageous to Venezuelan producers of cosmetics, detergents,
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canned food, petroleum products, steel and aluminum. Colombian textile producers reportedly
have the edge over Venezuelan counterparts. Feb. 5: According to a report by government news
service Venpress, treasury officials expect US$24 million in revenue from tariffs imposed on dairy
product imports from non-Pact nations under the new bilateral customs union arrangement. [Basic
data from Radio Caracol (Colombia), 01/28/92; El Tiempo (Colombia), 01/30/92; Spanish news
service EFE, 01/31/92; Deutsche Press Agentur, Notimex, 01/30/92; Agence France- Presse, 01/28/92,
01/29/92, 02/01/92, 02/03/92, 02/05/92]
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